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SPAIN - KEY ECONOMIC INDICATORS 
All values in millions of current U.S. dollars unless otherwise stated. 


Average Exchange Rates: USS$1.00 = Ptas. 76.67 (1978); Ptas. 67.13 (1979); and Ptas. 71.70 (1980). 


Percent 
Change Available Data 
1979/1978 1980 
INCOME, PRODUCTION, EMPLOYMENT 


GDP at Current Prices 147,812 197,030 16.7% 227,175? 
GDP at Constant (1970) Prices 52,845 53,162 0.6 54,065 
Per Capita GDP at Current Prices (US$) 4,016 5,296 15.52 5,600 
Industrial Production Index (1972 = 100) 132.4 132.6 0.15 131. 4° 
Index of Housing under Construction 

(1962 = 100) 346.5 299.8 -13.5 278.54 
Index of Average Hourly Wages 

(1970 = 100) 549.5 679.3 23.6 816. 4° 
Labor Force (thousands) 12,927 12,902 -0.2 12,860 

Unemployed (thousands) 999 1,214 21.5 1,620 

Unemployment rate (%) 7.7 9.4 12.6 


MONEY AND PRICES (end of period) 


Money Supply (M-3) (billions of pesetas) 8,438 11,644.09 
Central Bank Discount Rate (%) 8.0 ‘ 8.09 
Consumer Price Index (1976 = 100) 159.0 211.59 
Wholesale Price Index (1955 = 100) 548.7 2 626.62 


BALANCE OF PAYMENTS AND TRADE 


Gold and Foreign Exchange Reserves 10,015 13,117 12,3589 
External Debt (Public & Private) 14,727 16,621 20,958 
Exports, f.0.b. 13,480 18,352 20,8319 
U.S. Share: (%) 9.3 740 5.3 
EEC Share ($%) 45.7 48.0 49.0 
Imports, c.i.f. 18,780 25,609 34,2559 
U.S. Share (%) 2353 12.4 13.2 
EEC Share ($%) 387 35.6 31.50 
Trade Balance -5,350 -7,257 36.9 -13,4249 
Current Account Balance 1,632 1,182 -27.6 -5,9609 


MAIN IMPORTS FROM U.S. (JAN-AUG 1980): Soybeans and Meal $495.4 Corn $364.4 
Aircraft and Parts $208.5 Iron and Steel Scrap $116.1 Tobacco $105.2 
Organic Chemicals $101.2 Coal $ 91.3 and 
Inorganic Chemicals $ 86.4 


MAIN EXPORTS TO U.S. (JAN-AUG 1980): Footwear $110.5 Canned Vegetables $ 64 
Tires S274 Aircraft and Parts $ 18.9 
Wine & Vermouth $ 18.9 Iron & Steel Sheets $ 14.6 
Motor Vehicle Parts $ 13.4 and Books $ 9.1 


NOTES: a) Percentage changes are made using actual peseta amounts since exchange rate 
fluctuations make changes in dollar amounts misleading 


b) Embassy estimate c) 9-Month average d) March 1980 e) August 1980 
£) Fourth Quarter, 1980 g) December 1980 h) April 1980. 


MAJOR SOURCES: Bank of Spain's Annual Report and Statistical Bulletin; National Statistics 
Institute's National Income Accounts, Survey of Active Population, and Cur- 
rent Economic Indicators; and Ministry of Economy and Commerce's Trade Sta- 
tistics. 





SUMMARY 


The Spanish economy has suffered from 8 consecutive years of rela- 
tively low economic growth and high inflation. Real growth in 
1980 was 1.7 percent, consumer price inflation was 15.1 percent, 
and unemployment at yearend was 12.6 percent and rising. The Gov- 
ernment's policy is to stimulate investment in order to increase 
growth and reduce the rate of unemployment. This policy is con- 
strained by continuing tight monetary policies to control infla- 
tion. The balance of payments on current account recorded a huge 
$6 billion deficit, after 2 years of surpluses in excess of $1 bil- 
lion; however, Spain's healthy foreign exchange position and easy 
access to international capital markets will prevent the deficit 
from becoming an immediate worry. 


A record 1980 agricultural harvest accounted for most of the eco- 
nomic growth as industrial output was stagnant and the service 
sector registered its lowest growth of the decade. There was, 
however, positive growth in fixed capital investment for the first 
time in 6 years, which may be a harbinger of a turnaround in 
Spain's economic prospects. Inflows of foreign private investment 
exceeded $1 billion for the second straight year as companies 
moved to take advantage of Spain's projected integration into the 
European Economic Community (EEC). 


Entry into the EEC will require an adjustment and reorganization 
of part of Spain's industrial sector. Government plans for this 
restructuring have already been initiated. Additionally, Spain 
has begun to reduce its heavy dependence on imported energy by 
undertaking major expansions of coal and nuclear power. These 
investment and reorganization plans, plus a possible return to 
higher rates of economic growth, should keep Spain as one of the 
fastest growing markets for U.S. exporters in the near future. 


ECONOMIC SITUATION AND TRENDS 


Recent Trends 


Following a decade (1965-74) in which real growth in gross domes- 
tic product (GDP) averaged 7 percent per annum, Spain's economic 
growth has stagnated with an annual average real growth rate of 
only 2 percent between 1975 and 1980. At the same time, the rate 
of inflation accelerated to double-digit levels and has remained 
there for 8 consecutive years (1973-80). This classic stagflation 
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resulted in part from the same economic constraints which have af- 
fected other industrialized countries: skyrocketing energy prices 
and slow growth in world trade. These external constraints coin- 
cided in Spain with some purely domestic structural problems which 
resulted from the transition to a more open, liberalized economy 
after decades of protectionism and paternalism under the Franco 
regime. 


Since the death of Franco in late 1975, Spain has consolidated 
political democracy; initiated movements toward regional autonomy; 
substantially reduced tariff and nontariff barriers to trade; im- 
plemented wide-ranging tax, fiscal, and financial reforms; author- 
ized vigorous labor union activity; instituted plans to reorganize 
ailing industries and reduce its dependence on imported energy; and 
begun talks toward eventual integration into the European Communi- 
ties (EC). 


Given the preoccupation of Spain's leaders with the transition to 
democracy and a more open economy, the country was slow to react 
to the implications of the 1973/74 oil price increase. It was not 
until late 1977--with the rate of inflation approaching an annual 
rate of 30 percent, a rapidly expanding current account deficit, 
and considerable pressure on the exchange rate--that Spanish au- 
thorities reacted with a stabilization program designed to improve 
Spain's external trade and payments position and reduce the rate 
of inflation. The peseta was devalued against the U.S. dollar by 
20 percent and monetary policy was tightened. 


This program achieved considerable success. After registering a 
deficit of $2.2 billion in 1977, Spain's current account moved 
into a surplus of $1.6 billion in 1978 and $1.2 billion in 1979, 
assisted by a strong surge in exports. Inflation dropped almost 
10 percentage points from 26.4 percent in 1977 to 16.5 percent in 
1978 and further dropped to 15.5 percent in 1979. These achieve- 
ments, however, had some significant economic costs. The rate of 
fixed capital investment declined, excess productive capacity de- 
veloped, and unemployment skyrocketed. 


During the 1970's, Spain did not reduce domestic consumption to 

pay the oil tax exacted by the oil-producing countries on its eco- 
nomic resources. Consumption levels were maintained via increases 
in real wages and higher transfer payments through social security. 
This squeezed business profits, reduced funds available for invest- 
ment, and adversely affected employment. The doubling of oil 
prices in 1979, increasing the oil producers' tax on Spain's 
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economy, brought home to policymakers that Spain would have to re- 
duce its domestic consumption if it were to increase investment and 
economic growth and begin reducing unemployment. 


Spain's economic policies are now directed toward reducing public 
consumption by exerting greater control over public sector expend- 
itures, encouraging moderation in wage settlements, holding down 
skyrocketing social security expenditures, and stimulating invest- 
ment in an effort to restore economic growth and employment. In 
the medium term, major structural reforms in industry and finance 
are planned in preparation for Spain's entry into the European 
Communities. This industrial adjustment, combined with the imple- 
mentation of Spain's national energy plan designed to reduce its 
dependence on imported oil by increasing investment in coal and 
nuclear power, will provide excellent opportunities for U.S. sales 
and investment. 


CURRENT ECONOMIC SITUATION 


Growth 


Preliminary estimates indicate that Spain's economy grew by 1.7 
percent in real terms during 1980. Although 1980 growth is below 
the 2.2 percent annual average growth rate for the most recent 5- 
year period (1975-79), it does represent an increase over the 0.6 
percent growth rate registered in 1979. About 60 percent of real 
growth in 1980 was the result of a strong surge in agricultural 
production. Industrial output was stagnant and the contribution 
of services to economic growth was the lowest in the past 10 years. 


Agricultural production (including fishing) in 1980 was up 9 per- 
cent in real terms. Spain's harvest of grains was a record 18.3 
million metric tons, more than 5 million tons above 1979 and 2 
million tons more than the previous record harvest in 1978. Mod- 
erate to substantial gains were also recorded in the production of 
beets, cotton, olive oil, tobacco, potatoes, citrus, and livestock 
products. Prospects for agriculture in 1981 are not good, however, 
due primarily to adverse weather conditions such as drought and 
untimely frosts. Grain output in 1981 is expected to fall by 5 to 
6 million metric tons. Agricultural production will probably have 
a negative impact on overall economic growth in 1981. 


Although manufacturing output was up 1 percent in 1980, a 4 per- 
cent drop in construction activity left total industrial output 
stagnant, with no real growth over 1979. In addition to construc- 
tion, other manufacturing sectors with declining output in 1980 
were capital equipment (down 4 percent) and shipbuilding (down 30 
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percent). By contrast, steel output was up 3 percent, automobile 
production was up 7 percent, and chemical output grew by 2 percent. 
Preliminary indications for 1981 point the way toward a slight in- 
crease in industrial output. The Government's program to stimulate 
housing should pick up construction activity, and a 14 percent in- 
crease in capital goods import volume in 1980 should translate into 
increased manufacturing output by some sectors in 1981. 


The services sector, which accounts for 50 percent of the gross 
domestic product, had a lackluster performance in 1980. The ser- 
vices sector grew by 1.3 percent in 1980, considerably below the 
3.6 percent annual average growth registered between 1975 and 1979, 
and the smallest increase in services in the past decade. 


For 1981, the Government projects a 2 percent increase in real 
growth. This projection represents a significant increase in in- 
dustrial activity since reduced agricultural production is expected 
to have a negative impact on GDP growth in 1981. Increased exports 
will be the primary engine of growth, since domestic consumption is 
projected to decline slightly from already low 1980 levels. 


Foreign Trade and Payments 


Spain's trade deficit nearly doubled in 1980 reaching $13.4 billion 
compared with a $7.2 billion deficit in 1979. While a 73 percent 
jump in the cost of imported oil (from $6.5 to $11.2 billion) was 
the primary cause of the skyrocketing trade deficit, non-oil im- 
ports also jumped 22 percent from $18.9 to $23.0 billion. Total 
imports were up 35 percent to $34.3 billion, while exports expanded 
by only 14.5 percent to $20.8 billion, the smallest export increase 
in the past 4 years. 


The United States remained the largest single supplier to the 
Spanish market, increasing its share of Spain's total imports from 
12.4 percent in 1979 to 13.1 percent in 1980, reaching $4.5 billion, 
a 42 percent increase over 1979. The U.S. share of Spain's non-oil 
imports increased from 16.7 percent to 19.4 percent. By contrast, 
Spain's exports to the United States dropped from 7 percent of 
Spain's total exports in 1979 to 5.3 percent in 1980. The 22 per- 
cent appreciation of the U.S. dollar against the peseta between 
January 1980 and January 1981 should improve Spain's ability to 
penetrate the U.S. market with its manufactured products. Although 
U.S. exports to Spain will be more expensive in peseta terms during 
1981, there are few alternative sources of supply for the bulk of 
these exports (soybeans, corn, aircraft, iron and steel scrap, com- 
puters, coal, etc.) so the United States share of Spain's import 
market should not decline significantly, if at all. 
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Almost 50 percent of Spain's exports in 1980 went to the countries 
of the European Communities, up from 46 percent in 1978. On the 
other hand, the EC share of Spain's import market fell to 31 per- 
cent from 36 percent in 1979. There has been little change in the 
relationship between the peseta and EC currencies so that Spain's 
terms of trade with EC countries should not change significantly 
in 1981. 


Spain's traditional surplus in the accounts for services and in- 
visibles showed a small (4 percent) increase in 1980 to $7 billion. 
Net tourism receipts were $5.7 billion, up 3 percent from 1979, and 
net transfers were $2 billion, up 30 percent from the previous 
year. Net outflows from profit repatriation, royalties, and tech- 
nical assistance fees were up 33 percent to just under $2 billion. 


Spain's current account deficit of about $6 billion was easily fi- 
nanced by inflows of direct capital investment and by foreign bor- 
rowing. The drawdown of foreign exchange reserves at yearend was 
only $758 million. Yearend gold and foreign exchange reserves were 
a comfortable $12.4 billion, the equivalent of more than 4 months 
imports. 


Investment 


Preliminary statistics indicate that there was an increase in the 
rate of gross fixed capital investment in Spain during 1980 for 

the first time in 6 years. Between 1974 and 1979, the level of 
domestic investment fell steadily from 27 percent of GDP to 21 per- 
cent of GDP. The Government cites the 2.5 percent increase in in- 
vestment in 1980 as the harbinger of a turnaround in Spain's eco- 
nomic prospects. Large increases in real wages and higher taxes to 
finance transfer payments through social security combined to 
squeeze domestic business profits during the 1970's. These factors 
were the primary causes for the declining rate of domestic invest- 
ment in recent years. In the last 2 years, however, wage increases 
and income transfers have moderated, improving profitability in 
some business sectors and permitting a resumption in investment 
growth. 


Foreign investors, not being affected by the domestic constraints 
cited above, have recently flooded into Spain. Authorizations for 
direct foreign investment were about $1.2 billion in each of the 
past 2 years. Attractive factors include competitive labor costs, 
an important domestic market, future integration into the EC, and 
a welcome mat for foreign investors that includes a number of 
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generous tax and investment incentives. General Motors is in the 
process of locating in Spain the largest new investment (US$2 bil- 
lion) in its corporate history and thus will join Ford as a Spanish 
manufacturer of automobiles primarily for export. U.S. business 
investments in Spain, valued at some $2.5 billion, are substan- 
tially larger than those of any other foreign nation. The United 
States accounted for 42 percent of total new investment in 1979 

and 25 percent in 1980. Other large investors include Switzerland, 
France, and the Federal Republic of Germany. 


Unemployment 


The level of unemployment reached 12.6 percent of the active pop- 
ulation in the fourth quarter of 1980, with over 1.6 million 
Spaniards unemployed. The number of people unemployed has more 
than doubled since 1977, and the rate of unemployment has sky- 
rocketed from 5.8 percent to 12.6 percent during the past 4 years. 
Over 385,000 people were added to the unemployment rolls during 
1980 alone. But even more startling than these grim unemployment 
statistics is the fact that almost 1 million jobs have been elim- 
inated from the Spanish economy since 1977, over 440,000 in 1980 
alone. The 11.1 million Spaniards holding jobs at the end of 
1980 were fewer than at any time in the past 20 years. 


The Spanish Government has directed its economic policies toward 
stimulating job creation within the constraints posed by contain- 
ing inflation and the balance of payments deficit. The Government 
concedes, however, that little headway will be made in reducing 
the level of unemployment until the economy returns to levels of 
real growth in excess of 4 percent per annum. 


Prices and Wages 


Spain has suffered from 8 consecutive years of double-digit in- 
flation; however, the annual rate of increase in consumer prices 
has declined every year since 1977 from a high of 26.4 percent to 
15.1 percent in 1980. Spain has adopted the policy of gradually 
wringing inflation from its economy by the combination of an in- 
comes policy that calls for a slight reduction in real wages each 
year and a monetary policy that gradually tightens monetary expan- 
sion each year. These policies have achieved considerable success 
even though the Government has not intervened directly in wage 
negotiations for the past 2 years. Wage negotiations are largely 
carried out within a framework collective bargaining agreement 
between the Spanish Employers Confederation and one of the large 
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labor unions. For 1981, the two sides agreed that wage increases 
would be within a band from 11 percent to 15 percent. 


Industrial Adjustment 


The Government of Spain has recognized that a rapid increase in 
the productivity of older Spanish industry is an essential pre- 
requisite for continued growth of output and employment and for 
success within the EC. Special plans to restructure ailing in- 
dustries have already been initiated, particularly in the heavily 
protected steel and shipbuilding sectors. These plans provide for 
financing new investment, for cancellation of accumulated debt, 
and for substantial reductions in the labor force. 


In addition to steel and shipbuilding, which are mixed enterprises, 
the Government has also begun to tackle the problem of private sec- 
tor companies in financial difficulties. In the past, these com- 
panies were often nationalized to maintain employment. Spain's new 
policy, however, is to help such companies reorganize, restore them 
to viability and return them to private, and sometimes foreign, 
control. Needless to say, both these policies are very difficult 
and expensive to carry out but at least a start has been made in a 
few areas. 


Energy Policy 


Spain is heavily dependent on imported oil, which accounts for more 
than two-thirds of its primary energy requirements and about one- 
third of its total imports. In the past, energy policy was directed 
primarily toward promoting industrial development. The prices of 
heating and diesel oil for industrial uses were kept artificially 
low by the State marketing monopoly, while gasoline prices were set 
relatively high. This policy was changed in mid-1979 with the in- 
troduction of a 10-year national energy plan that was based on a 
philosophy to moderate consumption by requiring all consumers to 
pay the real cost of energy products. Retail prices have been in- 
creased periodically to pass on price increases resulting from the 
actions of OPEC or from exchange rate movements. In addition, to 
further moderate consumption, Spanish taxes on petroleum products 
are heavy, and they account for almost 10 percent of the government 
budget. 


The goal of the National Energy Plan is to reduce Spain's reliance 
on imported energy by major expansions in the use of coal and nu- 
clear power. During 1980, Spain's consumption of coal increased 
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35 percent to 33 million tons. The plan calls for investments of 
$9.5 billion over the next 4 years. United States suppliers should 
be lively competitors in bidding for contracts to be implemented 
under the plan. 


IMPLICATIONS FOR U.S. BUSINESS 


Spain continues to be an increasingly attractive market for U.S. 
goods, in spite of the depressed state of the Spanish economy. In 
1980, Spanish imports from the United States increased 42 percent 
over 1979, almost twice the rate of increase of Spanish nonpetro- 
leum imports worldwide for the same period. In absolute terms, 
United States exports to Spain totaled $4.5 billion in 1980, an 
increase of $1.3 billion over the previous year. The U.S. share 
of the Spanish nonpetroleum market also increased from 16.7 per- 
cent in 1979 to 19.5 in 1980, a remarkably high percentage for a 
market of this size. 


In addition to benefiting from the continuing Spanish Government 
policies of opening the economy to market forces and helping con- 
trol inflation by allowing a relatively free flow of imports into 
the country, U.S. exports to Spain benefited from a favorable 
peseta-dollar rate during most of 1980. While the recent strength- 
ening of the dollar against the peseta is expected to adversely 
affect some U.S. products, which are marginally price competitive 
in this market, the rapid increase in U.S. exports to Spain is 
expected to continue. 


U.S. exports to Spain are comprised of a very broad range of raw 
materials, semimanufactures, and manufactures, as well as an in- 
creasing number of consumer products. The largest categories 
during 1980 were agricultural products, civil aircraft, iron and 
steel scrap, organic and inorganic chemicals, coal, data process- 
ing equipment, and laboratory and scientific instruments. 


Recent events sponsored by the Foreign Commercial Service (FCS)-- 
promoting laboratory, medical and scientific instruments, elec- 
tronic data processing equipment, and solar energy--were of great 
interest to Spanish importers, distributors, and end-users. Ad- 
ditional events scheduled for 1981 and 1982 include pollution con- 
trol equipment and instrumentation, electronic data processing 
equipment, and food freezing and refrigeration equipment. 
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Within the general policy to modernize the Spanish economy, sec- 
toral plans of particular interest to United States suppliers 
include rationalization of the iron and steel industry; rational- 
ization of the textile industry; modernization and expansion of the 
civil air traffic control system and in the field of energy; and 
increased emphasis on coal, both domestic and imported, in electric 
energy production and industrial processes as a partial alternative 
to petroleum imports. 


U.S. companies interested in marketing their goods or services in 
Spain should consider the various facilities that the U.S. Govern- 
ment offers them to help enter the Spanish market. These are 
available at the nearest District Office of the U.S. Department of 
Commerce. The FCS maintains offices at the American Embassy in 
Madrid (Serrano 75, Madrid-6; telephone: 276-3400, Telex 27763 
AmEmb E) and the American Consulate in Barcelona (Via Layetana 33, 
Barcelona-3; telephone 319-9550, Telex 52672 CGBAR E). The Amer- 
ican Chamber of Commerce in Spain is also willing to assist sales 
here. The Chamber's headquarters is located at Edificio Torre de 
Barcelona, Diagonal 477, Barcelona-36, Spain; the Chamber also has 
an office in Madrid located in the Hotel Eurobuilding, Office 9-A, 
Calle Padre Damian 23, Madrid-16, Spain. 


%& U, S. GOVERNMENT PRINTING OFFICE: 1981—341-007/415 





4.4m 
vr ae 


PA Sel 
TOUR OF 
POTENTIAL 
MARKETS 
WITH 


es S as 
HAS 
REPORTS 


TRAVEL with Overseas Business Reports 
(OBRs)—60 a year—to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


trade patterns 

industry trends 

distribution channels 

transportation facilities 

trade regulations 

prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 
Take a look at the country’s 


e foreign trade 
foreign investment 
finances 
economy 
basic economic facilities 
natural resources 
population 


SEE the OBR World Trade Outlook series for a twice- 


a-year analysis of U.S. export prospects to a// major 
trading countries. 


VIEW other special reports such as: 


e Appraisal of China’s Foreign Trade Policy 

e Basic Data on the Economy of the Soviet Union 
e A Business Guide to European Common Market 
e 


A Guide to End Users and Research Organizations 
in Hungary 
e Quarterly statistics reports on U.S. foreign trade 


START your tour now for only $40 a year by mailing 


the coupon below. 


(Single copies are available for $1.25 each from the Publication Sales Branch, Room 1617, 
U.S. Department of Commerce, Washington, D.C. 20230.) 


(please detach here) 

( Remittance Enclosed 
(Make checks payable 
to Superintendent of 
Documents) 


SUBSCRIPTION ORDER FORM 


ENTER MY SUBSCRIPTION TO OVERSEAS 
BUSINESS REPORTS at $40 a year. 
Add $10 for foreign mailing. 


Send Subscription to: 


No additional postage is required for 
mailing within the United States or 
its possessions. 


0 Charge to my Deposit 


Account No. 
NAME—FIRST, LAST 


COMPANY NAME OR ADDITIONAL ADDRESS LINE 


STREET ADDRESS 


STATE 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 








